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OATH OR AFFIRMATION

l,"- - John Clarke . swear (or afﬁnn) that to thc best of

my knowlcdgc and belicf the accompanying fi nancnal statemeat and supportmg schcdulcs pertammg to the [" rm of
H.C. Wainwright & Co., Inc.: N ;"'f‘-‘ , as
of December 31 ., 2006 |, are true and correct i lixrthcr swcar (or affirm) that

d
neither the company nor.any partner, propru:tor principal officer or director has any proprietary i ﬁtcrest in any account
classificd solely as that of a customes, except as follows:

A4

CHRIST! N ﬂ/ //M/
NolaryPubltcNgt:th RISON ’ ‘ /

of .
No. 1HA61259§(?WY':)rk ‘ . 7Y Signature
: QﬂlemﬁEexpm Queens County :
! . Ire: ' .
SApn|25 2008 PresYfdent and Chief Executive Officer
S Title .

Notary Public

This report ** contains (check all apphcablc boxes):

{a) Facing Page.

(b) Statcment of Financial Condltlon.

(c) Statement of [ncome (Loss).

{d) Statement of a&@xmmmmamxx Cash Flows:

(c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprletors Capltal

(f) Statement of Changes in Liabilities Subordmatcd to Clalms of Crednors

{g) Computation of Net Capital, : L

(h} Computation for Determination of Réserve Requirements Pursuant to Rule 15¢3-3.

{1) Information Relating to the Possession or Control-Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the .
Computation for Determinatioa of the Reserve Requirements Under Exhibit A-of Rule 15¢3-3.

{k} A Reconciliation between the audited and unaudited Smtcmcnts of Financial Condition with respect to methods of
" consolidation.

{1) An Oath or Affirmatioa.

(m) A copy of the SIPC Supplemental Report.

one o Dmmmmmnmmm

**For conditions of conjiden!ial {reatment of certain portions of this filing, see section 240.17a-3(e)(3).

LLELELLEREEL.

(n) Aceportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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H ! .
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS .

To thcl. Board of Directors.‘ and Stockholder of

H.C. Wainwright & Co., Inc.
We have audited the accompanymg statement of financial condmon of H.C. Wainwright & Co., Inc. (the
“Company’ 1}, a wholly- owned subsidiary of H.C. WamwnghttHoldmg Corporation, as of December 31,
2006. 'This financial statement is the responsibility of the Company s management. Our responsibility is to
express an opinion on theSe financial statements based on our audit.

1

We conducted our aud1t in accordance with auditing standards generally accepted in the United States of
America as established by the American Institute of Certified Public Accountants. Those standards require
that we plan and perform'’ the audit to obtain reasonable assurance about whether the financial statements
are free of material rmsstatement “An audit includes consndetanon of internal control over financial
reportmg as a basis for de51gnmg audit procedures that are appropnate in the circumstances, but not for the
purpose of expressing an’ opinion on the effectiveness of the Company’s internal control over financial
f reporting. Accordingly, we express no such opinion. An aucl_lt_ also includes examining, on a test basis,
| - evidence supporting the _"_amounts and disclosures in the ﬁnajncial staternents, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

A

; In ounopmlon the ﬂnanclal statement referred to above presents faitly, in all material respects, the financial
position of H.C. W:unwnght & Co., Inc. as of December 31, 2006, in conformity with accounting principles
generally accepted in the United States of America.
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New Ylork, New York 1
Marchi29, 2007
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H.C. Wainwright & Co Inc.

(A wholly-owned subsidiary of H.C. Wamwnght Holding Corporation)

STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS

Cash

Restricted cash '

Due ftor'r‘x brokets L
Securities owned, at market value
Deferred. tax asset, net of’ allowancc of $1 107,000
Interest receivable

Furniture and fixtures, net of accumulated depreciation
Other assets

-

Total assets

- LIABILITIES AND STOCKHOLDER’S EQUITY

-Securities sold, not yet purchased, at market value

Accounts payable and accrued expenses
Intercst payable

Deferted rent liablity

Commissions payable

Conm’llitrncnts

Suborélinated borrowings

Stockholdet’s equity
Common stock
Paid-in capital
Accurnulated deficit
Trczisury stock

! Total stockholder’s equity

Total ]iab;i]jties and stockholder’s equity

The accompanying notes are an integral part of this statement.

Z3e

$ 62,110
338,706
2,369,190
32,384,734
690,000
373,275
303,883
246,761

—_— e

$36,768,659

$26,225,927
695,593
299,975
162,178
164,923

—_— e

27.548 596

—_— s

-_7,000,000

— S

883,863
15,530,173
14,095,923

(98,050)

2,220,063

—n e T

336.768.659



H.C. Wainwright & Co., Inc.
(A wholly owned subsidiary of H.C. Wamwught Holding Corporatmn)

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2006

NOTE A - SIGNIFICANT ACCOUNTING POLICIES |

1.

The Company

H.C. Wmnwnght & Co., Inc. (the “Company Y (a wholly-owned subsldlary of H.C. Wamwnght
Holding Corporition (the “Parent”) is a Massachusetts corporaton and a broker and dealer in
securities. The Company operates in three principal scgments capital-matkets, equities and
investment banking. The Company introduces brokerage transactions for clearancc and execution
services to Legent Clearing Corp., E-TRADE and Pershmg, LLC (“clearing brokers’ M), on a fully.
disclosed basis.

i '
Management believes the Company will achieve sufficient earnings and cash flows in 2007 to

A
‘support and sustain continued operations. The Parent is of the same belief and is prepared to

support and fund any cash nceds should they arise.

Securities Tramacfiqm
Proprietary securities transactions and related commission revenues and expenses are recorded in
the financial statements on a trade-date basis. '
g ' ;
Securities Owned, at Fair Value
'
_ :
. - . .o . I s .
Securities owned | consist of proprietary positions in bonds, equities and restricted stock and
warrants, which are valued at their estimated fair market value. Realized and unrealized gains or
losses are recorded in the statement of operations. '

Depreciation and Amortization

Depreciation is computed using the straight-line method based on the estimated useful lives of the -
assets. Costs incurred in connection with i nnprovcments to the Company s leased premises have
been capitalized and are bemg amortized over the term of the lease using the sttalght—lme method.

I

i B o




. v

H C. Wamwnght & Co Inc.
(7 whlolly-owned subs1dxary of H.C. Wamwnght Holding Corpomﬂon)

e
“NOTES TO S’I‘ATEMENT OF FINANCIAL CONDITION (contmued)

i

December 31, 2006

INOTE A (continued)

3.

i
Income Taxes '

The Company is mcluded in the consolidated Federal 1 mcome tax return filed' by the Parent. Federal
income taxes are calculated as if the Company files on a separate return basis; and the amount of
current tax or beneﬁt calculated is either remitted to ot received from the Parent. The amount of
current and defen:ed taxes payable or refundable is recogmzed as of the date of the financial
staternents, uuhzmg currently enacted tax laws and rates Deferred tax expenses ot benefits are .
recognized in the financial statemeants for the changes 1 in deferred tax liabilities or assets between
years. Amount due from Parent related to the dcferted income tax asset was $690,000 at December
31, 2006, which relates to the 2002 and 2004 net operatmg losses, will expire for tax purposes in

~ years 2017 and 2019. Net operating losses relating to 2006, which are fully reserved, will expire for

tax purposes in 2021.

Cash and Re.rtrz'cted Cash

Cash consists of checkmg accounts and money market’ ‘funds held with two nationally recogmzed
banks. The Company has a restricted cash balance of $338 706 at Decemnber31, 2006. This .
restricted cash supports a fully collateralized letter of credlt for the lease of its New York City office
space.

Investment Baméing
Investment bankmg revenues include gains, losses and fees, nct of syndicate expenses ansing from
securities offermgs in which the Company acts as an underwnter or agent. Investment banking

_revenues also include fees earned from providing merge:—and acquisition and financial restructuring

advisoty services.' Investment banking management fees are recorded on offermg date, sales
concessions on scttlement date, and underwriting fees at the time the underwriting is completed and
the income ts reasonably determinable.

Use of Estimates

The preparatmn cl)f financial statements in accordance w:th accounting pnn(:lples generally acceptcd
in the United Statcs of America requires management to make estimates and asqumptlons that *
affect the tepotted amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses.during thc\teportmg petiod. Actual results could differ
from those estimates. ‘




H.C. Wainwright & Co., Inc.
(A wholly-owned subsidiary of H.C. Wainwright Holding Corporation)

NOTES TO STATEMENT OF FINANCIAL CONDITION (contmued) _ !

December 31, 2006

'NOTE A (continued)

9.i Securities Owned and Securities Sold Short, Not Yet Purchased

Securittes owned: may be pledged to the Clearing Broker on terms which permit the Clearing Broker
! to sell or re-pledge the securities to others subject to certain limitations

}

NOTE B-NET CAPITAL REQUIREMENTS
The Company is sub]ect to the Securmes and Exchange Commission’s Uniform Net Capital
: Ru.le 15¢3-1, which requires the maintenance of minimum net capital and requires that the ratio of
aggregate mdebtedness to net capital, both as definéd, shal] not exceed 15 to 1. At December 31, 2006,
the Company had net capital of $3,237,096, which was §3, 137 ,096 1n excess of 1 its required minimum
net capital of $100,000. The Company’s percentage of aggregate indebtedness to.net capital was 42%.

Propnetary accounts held at the Cleanng Broker (“PAIB assets”) are considered allowable assets in the
computanon of net capital pursuant to an agreement between the Company and the Clearing Broker
which requires, among other things, that the Clearing Broker perform a computauon of PAIB assets,
sumlar to the customer reserve computatlon set forth in Ru]e 15c3-3.

The Company was in violation of the debt equity ratio at December 31, 2006. See Note] for additional
mformatlon

I
]
i

NOTE C - DUE FROM BROKERS
| . .

: The agreement between the Company and clearing brokers prov1des that the Comp:m}r 1s obhgated to,
assutne any exposurc related to nonperformance by its customets, thus exposing the Company to off-
balance-sheet risk in the event that the customer is unable to fulfill its contractual obhgatlons The
Company monitors its customer activity by reviewing information it receives from the cleaning brokers

_ Onla regular basis, requmng customets to deposit additional collateral or reduce positions when
necessary and reserving for doubtful accounts when necessary Receivable from clearing brokers
represcnts cash on deposit at the clearing brokers. The clearing brokers ate members of various stock
exchangcs and are sub;ect to the rules and regulations of such orgam?atmns as well as those of the '
Seeurmes and Exchange Commuission. Due from brokers also includes amounts related to unsettied -
securities transactions.




. . - . r B

H.C. Wainwright & Co., Inc.
(A wholly-owned subsidiary of H.C. Wainwright Holding Cotporation)

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006

- NOTE D - SECURITIES OWNED AND SOLD, NOT YET PURCHASED

i
Marketable securities owned and sold, not yet purchased, consist of trading and investment secutities at
market values, as follows (in thousands):

Sold, not yet

Owned _purchased
: Obligations of U.S. govemnment $ 1,574 $ 7,437
i Corporate bonds 23,014 14,103
. Corporate stocks ' 6,652 4,686
Option, warrants and other 1,145 -
Total $32,385 $26,226

NOTE E - COMMITMENTS AND CONTINGENT LIABILITIES

b

The Company has obligations for its ofﬁce space in New York City under the terms of a noncancelable
operating lease. agreement that expires in 2012. The lease agreement 1s with an affihated company of the
Parent. Future minimum annual rental commitments under this agreement are as follows:

Year ending December 31,

2007 $324,856

2008 339,051
2009 371,673
2010 382,823
2011 o 394,308
Thereafter 33,427

NOTE F - SAVINGS AND INVESTMENT PLAN

The Company provides a savings and investment plan for 'eijgible employees. The plan 1s a defined .
conmbutlon plan, which allows for a compensauon reduction feature under Section 401(k) of the
Internal Revenue Code A matching employer contribution, not to exceed 6% of the employee’s
compensation for the plan year, may be made to each employee s account at the Cornpany s discreton.

-7 -
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NOTE H - CONCENTRATIONS OF CREDIT RISK : L

NOTEJ SUBSEQUENT EVENT

H.C. Wainwright & Co Inc.
(A wholly-owned subsidiary of H.C. Wamwnght Holding Corporanon)

NOTES TO STATEMENT OF FINANCIAL CONDITION (contmued)

! December 31, 2006

N '
! b
1 1

NOTEG- RELATED:-PARTY TRANSACTIONS

. l | ‘
The Company received a cash infusion in the amount of $10 million from the Parent The cash
-1nfuslon of §7,000, 000 is classified as a subordinated note beanng interest at 8% per annum. The
remalnmg $3,000, 000 was added to additional paid-in capltal and will be used to mcrease working and
regulatory capital, to enhance the Company’s operations and to expand the Company into new t:tadmg
platforms in the capltal market business, .

i
B
The Company is engaged in various ttadmg and brokerage activities in which counterpartles pnrnanly
mclude broker-dealers, banks and other financial mstltuttohs In.the event that the countetparties do”
not fulfill their obhgaUOns the Company may be exposed to tisk. The risk of default depends on the
credltwortluness of the counterparty or issuet of the msttulrnent It is the Cornpany s policy to review, |
as necessary, the credlt standing of each counterparty In qddmon the Company maintains balances at

|
its banks in excess of the Federal Deposit Insurance Corporation limits.

; ]
| |

NO’I:‘E 1- FAIR VALU:E OF FINANCIAL INSTRUMENTS

l :
The financial i msttuments of the Company are reported in the statement of ﬁnancml condition at fair
value or at carrymg amounts that- approximate fair value because of the short matunty of such
instruments, except for the subordinated borrowings.

The fair values of the Company’s subordinated borrowings are determined using. conttactual cash flows
discounted at curtent interest-rates offered to the Company for debt with substantially the same -

chatactensncs and maturltles The fair values of such instruments approximate thelr carrying amounts '
at December 31 2006

;-

'
N3
l’

C?n March 27, 2007 the Parent elected to-transfer $1,500, 000 of the subordinated'note to addmonal
pa1d~m cap1tal The Company expects this tecapltahzatlon will bring the debt to eqmty ratto below 70%
and mnto comphance w1t_h SEC rule 15¢3-1.

——— e
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Grant Thornton &

Acut:ountants and Businesfs Advisors

; | INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To theiMembers of
H.C. Wainwright & Co. Inc.

: . . .
In planmng and performing our audit of the financial statements of H.C. Wainwright & Co. Inc. (the
“Company ) as of and for the year ended December 31, 2006 in accordance with auditing standards
generally accepted in the Umted States of America, we conmdeted the Company’s -internal control over
ﬁnancml report:mg (“internal control”) as a basis for designing our auditing procedures for the purpose of
expressmg our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectu{eness of the Companys internal control. Accordmgly, we do not express an opinion on -the
effectiveness of the Company s mtemal control.
Also, as required by rule 173 -5(g)(1) of the Securities and Exchange Commission (“SEC”), we have madé a
" study of the practices and proceduxes followed by the Company, mcludmg consideration of control activities
for safeguardmg securities.i This study included tests of such pFaCUCCS and procedures that we considered
televant to the ob]eetlves stated in rule 17a-5(g) in making the perlodic computatlons of aggregate -
mdebteldness and net capital under rule 17a-3(a)(11) and for determmmg compliance with the exemptive
provisions of rule 15¢3-3/ Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we d1d not review the practices and procedures
followed by the Company in any of the fo]lowmg

1. Makmg quarterly securmes examinations, counts, verifications and comparisons and recordation of
differences required by rule 17a-13

2. Complying with the requirements for prompt payment for secunt:les under Section. 8 of Federal Reserve
Regu.latlon T of the Board of Governors of the Federal Reserve System '

The m'imagement of the Company is responsible for estabhshmg and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsnbl.hty, estimates
and ]udgments by management are requu'ed to assess the expected -benefits and related costs of controls and
of the practices and procedures referred to in the precedmg paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives
of internal control and the practices and procedures are to promde management with reasonable but not
absolute assurance that assets for which the Company has responsﬂnht) ate safeguarded against loss from
unauthonzed .use or disposition and that transactions are executed in accordance’ with management’s
authortzatlon and recorded properly to permit the preparation of financial statements in conformity. with
generally accepted accountlng principles. Rule 17a-5(g) lists addmonal objectives of the pracnces “and
procedures listed in the precedmg paragraph.

;
' |
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Because of inherent limitations in internal control or the practices. and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any. evaluation of them to future periods is

' Vsub]ect to the msk that they may become inadequate because of "changes in conditions or that the

effecttveness of their deslgn and operatlon may deterlorate

t
A caﬂtro/ defictency exists when the design or operation of a control does not allow management or employees,
in the normal course of performmg their dssigned functlons to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, ot report financial data rellably in accordance

-with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or

detecte_d by the entity’s internal control.
-

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more

) T . . . .
than a remote likelihood that a material misstatement of the financial statements will not be prevented or

detected by the entity’s internal control.

. \ :
Our consideration of internal control was for the limited purpose described in the first and second
paragraphs above and would not necessarily identify all deficiencies in internal control that ‘might be material
weaknesses. We did not identify any deficiencies in internal conttol and control activities for safeguardmg
securities that we consider to be material weaknesses, as defined above

We understand that pract:tces and procedures that accomphsh the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such ob]ecttves m all material respects indicate a materml inadequacy for such purposes. - Based
on this understanding and on our study, we believe that the Company’s practices and procedures, as
descrlbed in the second paragraph of this report, were adequate at December 31, 2006 to meet the SEC’s
ob]ectwes

1
l

This report is intended solely for the information and use of the Company’s management, the SEC, the
Nattonal Association of Secutities Dealers, Inc. and other regulatory agencies that rely on rule 17a-5(g)
under the Securitics Exchange Act of 1934 in their regulation of registered brokers and dealers, and i is not
mtended to be and should not be used by anyone other than these specified parties.

A T

New York, New York

"March 29, 2007




!

|
Grant Th?mton %

Grant Thornton LLP ;

US Member of

Grant Thernton International
© 2005 Grart Thornton LLP
All rights reserved |

60 Broad Strest !

New York, New York 10004
Tel: 212 4221000

Fax: 212 422-0144

- www.grantthornton.com

»

o - ] - - R

. = s

S

N

L4

.-

N3

.



